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payable on demand, and commonly known as demand notes.                            fj|
Wo knew that this act was entirely inadequate for the great struggle before us. The problem was not whether wo could muster men, but whether we could raise money. We had to create a system of finance that would secure au enlarged revenue, unquestioned credit, absolute certainty of payment of interest iii coin, a national currency, and such economy as is possible during war.
The first fooblo attempt to create a national currency wns the issue of demand notes under the act of July 17, 18G1, described as follows:
"And the Sot'ivtiiry of tho Treasury niiiy also issue, in oxcliumru for coin, mid as purl of (lie; above loan, or may puy ftiv salaries or other dues from tlio Uiiitud Stutcs, treasury nolos of a loss denomination limn fifty dollars, not bearing interest, but payable on demand by tlio assistant treasurer of tho United Sliifos, :it IMiiiticlolpiiiti, New York or Boston."
The fatal defect of these notes was the promise to pay on demand. How could they be paid? In what kind of money? They could not bo paid out of the current, revenue, for that was insufHcieut to meet current expenses. No reserve was provided for their payment, and, whou paid, there was no authority for their re-issno. All other forms of securities bore interest, and these notes, not bearing interest, were convertible into bonds and that was the end of them. If that was the process why issue them at all? They did not prevent, but rather expedited, the disappearance of gold. Of American silver dollars there were none. Even tho new fractional silver coins rose to a premium, and were hoarded or exported. Still, tlio necessity existed for some form of paper money that would be available for circulation. The solution of this problem wus properly left to tho next regular session of Congress.
Congress did not act upon the recommendations for internal taxes, but this subject was also left over until the noxt session. It did provide, however, for a largo increase of revenue from imports, mainly upon articles that were then free from taxation and upon articles regarded as luxuries; also for a direct tax on the states of $20,000,000, and for a graded tax, from and after the first day of January, 1802, upon tho annual incomeot exceeding $50,000,000,o expenditures made necessary by their criminal misconduct. AH the receipts from taxation would still ho inadequate to meet the oxponsos of tho war, lie discussed the best mode and form of borrowing money, including bonds running for a long period with u fixed rale of iutomsfc, and treasury notes hearing interest, payable 011 demand.
